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St andard Revi ew and Reporting Instructions

1. PURPOSE. This Notice explains how area exception paynment
standard amounts are determ ned and revi ewed, and
provi des an overvi ew of changes specified in the housing
choi ce voucher program Also, included are reporting
instructions for approved area exceptions.

An “exception paynment standard anount” is a paynent

st andard amount on the public housing agency (PHA)

payment standard schedul e that exceeds 110 percent of the
publi shed fair market rent (FMR). The exception paynment
standard amount is used for units in a designated part of
an FMR area. Use of an exception paynment standard anount
must be approved by HUD.

2. APPLI CABILITY. This Notice is applicable to public
housi ng agenci es (PHAs) adm nistering the housing choice
voucher program

3. DEFI NI T1 ONS.

Basic range. Paynent standard amount at a | evel between
90 percent and 110 percent of the published FMR

Exception area. A designated part of an FMR area.

Exception paynent standard anmount. A paynent standard
anount that exceeds 110 percent of the published FVR

Payment standard. The maxi mum nonthly assistance paynment
for a famly assisted in the voucher program (before
deducting the total tenant paynment by the famly).

Payment standard schedule. The paynent standard schedul e
est abl i shes paynment standard anounts by unit size (nunber
of bedroons) for each FMR area in the PHA jurisdiction.
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Pl ace. An incorporated place or a U S. Census designated
pl ace. An incorporated place is established by State | aw
and includes cities, boroughs, towns and villages. A
U.S. Census designated place is the statistical
counterpart of an incorporated place.

Speci al exception. Exception payment standard anmount at
a | evel above 120 percent of the published FMR

Upper range. Exception payment standard amount at a
| evel

from above 110 percent to 120 percent of the published
FMR.

PO.ICY. HUD publishes the FMRs for each market area in
the United States. The PHA nust adopt a paynent standard
schedul e that establishes voucher paynent standard
amounts for each FMR area in the PHA jurisdiction. For
each FMR area, the PHA nust establish paynent standard
amounts for each unit size (nunber of bedroons). The PHA
voucher paynent standard schedul e shall establish a
singl e paynent standard anount for each unit size. For
each unit size, the PHA may establish a single paynent
standard anount for the whole FMR area, or may establish
a separate paynent standard anount for designated parts
of the FMR area.

Under the housing choice voucher program (24 CFR
982.503(b)), the PHA may establish the paynent standard
amount at any | evel between 90 percent and 110 percent of
t he published FMR (basic range) for all or any part of
the FMR area. The HUD field office, upon request froma
PHA, may approve a paynent standard anount bel ow 90
percent of the published FMR or from above 110 percent to
120 percent of the published FMR (upper range) for a

desi gnated part of the FMR area (called an exception
area). In addition, the aw now permts excepti ons above
120 percent of the published FMR (“special exceptions”)
for a designated part of the FVMR area. Speci al
exceptions nust be approved by the Assistant Secretary
for Public and I ndi an Housi ng.

Further, exception paynent standards nay be approved for
manuf act ured honme space rentals.

Use of exception paynent standard anounts results in

i ncreased per unit costs for the PHA housing choice
voucher program These increased costs will be reflected
in the anount of budget authority for renewal funding

i ncrenents approved by HUD in accordance with the Renewa
of Expired Annual Contributions Contracts Final Rule,



published in the Federal Register on Cctober 21, 1999.
The PHA nust nmonitor its program expenditures to ensure
that it continues to operate within the funding |evels
avai |l abl e under its consolidated annual contri butions
contract.




The follow ng summari zes maj or provisions of the housing
choi ce voucher programrule on HUD approval of exception
payment standard anounts (attachment 1 contains the ful
rule text):

a. Field Ofice Approval of Exception Paynent Standard
Amounts from 110 Percent to 120 Percent of Publi shed

FMR.

(1)

(2)

(3)

(4)

Upon request froma PHA, the HUD field office
may approve an exception paynent standard anount
from above 110 percent to 120 percent of the
publi shed FMR for a designated part of the FWMR
ar ea.

The HUD field office may approve an exception
paynment standard anount for all units or for all
units of a given unit size (nunmber of bedroons)
| eased in a designated exception area.

The total population of all exception paynent
standard areas in an FMR area may not incl ude
nore than 50 percent of the total population of
the FMR area.

The field office will determ ne area exception
payment standards by either of the two follow ng
met hods.

(a) Median Rent Method. The HUD field office
may approve an exception paynent standard
amount (not exceeding 120 percent of the
publ i shed FMR) equal to the anount
cal culated by nmultiplying the FMR by the
ratio of the nedian gross rent of the
exception area to the nmedian of the entire
FMR ar ea.

(b) 40th or 50th Percentile Rent Method. The
HUD field office nmay approve an exception
paynment standard anount (not exceedi ng 120
percent of the published FMR) that equals
either the 40'" or 50'" percentile of rents
for standard quality rental housing in the
exception area. The HUD field office
determ nation of the 40th or 50th
percentile rent anpunt nust be based on
statistically representative rental housing
survey data provided by the PHA. The 40th
or 50th percentile rent nethod can be used
if the field office believes that rent




rel ati onshi ps between the exception area
and the entire FMR area have changed
substantially since the nost recent census.

(5 HUD will not approve an area exception paynent
standard amount unless it is needed for the
follow ng programrel ated reasons:

(a) To enable famlies to find housing outside
areas of high poverty (this provision my
al so apply to famlies seeking to retain
housing in areas outside high poverty
areas); or

(b) Because voucher hol ders have trouble
finding housing for |ease under the program
within the term of the voucher

(6) Any PHA with jurisdiction in the exception area
may use the HUD-approved exception paynment
st andard anmpunt.

(7) HUD may withdraw or nodify any approved area
exception paynent standard.

Headquarters Approval of Special Exception Paynment
St andard Anmounts Above 120 Percent of the Published
FMR.

(1) At the request of a PHA, the Assistant Secretary
for Public and Indian Housing (PIH) may approve
a speci al exception above 120 percent of
publi shed FMR for the total area of a county,
PHA jurisdiction, or place if it is determ ned
that all of the follow ng are applicabl e:

(a) such approval is necessary to prevent
financial hardship for famlies,

(b) such approval is supported by census rent
differentials or statistically
representative rental housing survey data
(as described in paragraph 4a(4), above) to
justify HUD approval in accordance with the
met hodol ogy described in 24 CFR Part
888.113, and



(2)

(3)

(4)

(5)

(6)

(c) such approval is also supported by an
appropriate programrelated justification
| i sted under paragraph 4a(5) above.

The population within all exception rent areas
in an FMR area may not include nore than 50
percent of the total population of the FWMR area.
This limtation includes all exceptions of nore
than 110 percent of the published FMR, including
speci al exceptions of nore than 120 percent, but
excl udi ng exceptions for manufactured honme space
rents.

HUD wi | | not approve an exception paynent
standard amount unl ess the area exception
paynment standard is needed for the follow ng
programrel ated reasons:

(a) To enable famlies to find housing outside
areas of high poverty (this provision my
al so apply to famlies seeking to retain
housing in areas outside high poverty
areas); or

(b) Because voucher hol ders have trouble
finding housing for |ease under the program
within the term of the voucher

Use of a special exception paynent standard nay

not result in the participants paying |ess than

total tenant paynment. |If the gross rent is |ess
than the special exception paynent standard, the
housi ng assi stance paynent is equal to the gross
rent m nus the total tenant paynent.

HUD wi Il only approve a special exception after
6 nmonths fromthe date of HUD approval of a 120
percent exception paynment standard for the total
area of a county, PHA jurisdiction, or place.

The PHA nmust submt docunentation that
denonstrates approval of the special exception
I's necessary to prevent financial hardship for
fam lies in the exception area, e.g., the nunber
of program participants residing in the
exception area(s) as well as the average rent
burden for these famlies.



(7)

(8)

Any PHA with jurisdiction in the exception area
may use the HUD-approved exception paynment
st andard amount.

HUD may wi t hdraw or nodi fy any approved area
exception paynent standard.

Field Ofice Approval of Exception Paynment Standard
Amount s Bel ow t he Basi c Range.

(1)

(2)

The HUD field office nmay approve an exception
payment standard anount that is |ower than the
basi c range (bel ow 90% of the published FMR)
upon request by a PHA. The data sources (census
or survey) used to justify an approval of
exception paynent standard amounts bel ow the
basic range are the sanme as the data used for
exception paynent standard amounts from 110
percent to 120 percent of the published FMR

The HUD field office will consider appropriate
factors, including rent burden of participant
famlies. The HUD field office will not approve
a paynent standard bel ow the basic range if the
fam ly share for nore than 40 percent of the
participants in the PHA' s voucher program for
applicabl e unit sizes exceeds 30 percent of

adj usted nonthly income. The field office my
use the PHA's nobst recent exam nations of famly
income to nmake this determ nation.

Exceptions for Manufactured Home Space Rents.

(1)

(2)

The PHA nmay set the paynment standard within 90
to 110 percent of the published FMR for
manuf act ured home spaces, for any or all of the
space rentals in its area, w thout HUD approval
The PHA nust request HUD approval of exception
paynment standard anounts bel ow 90 percent or
above 110 percent of the published FMR

CGeographi c area exception paynent standards for
manuf act ured home spaces may be set for areas
not to exceed 50 percent of the FMR area’s

popul ation, in the range from above 110 to 120
percent of the fair market rent for manufactured
home space rentals. Such exception paynent

st andards nust be supported by current survey
information covering all or nost of the
manuf act ured home spaces in the exception area.
The exception paynent standard is the 40th or
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50th percentile of the distribution of gross pad
rents—pad rent plus the cost of tenant-paid
utilities. |If desired, the survey may use the
expected cost of utilities based on the PHA s
utility all owance schedul e.

(3) The 50 percent population limtation for
manuf act ured home space rents i s nmanaged
separately fromthe 50 percent popul ation
limtation for the regul ar housing choice
voucher program

5. ROLES AND RESPONSI BI LI Tl ES. _

a.

Approval of Paynent Standard Ampunts from 110 to 120
percent of Published FMR. Area exception paynent
standard anmounts are to be approved by the HUD field
of fice public housing director based on the field
econom st’s review and determ nation that the PHA
docunment ati on supports an increase in paynent
standard amounts. Public housing staff wll
determine if the programrel ated reason for the
request is justified. The field econom st will

provi de the relevant census rent data to the PHA
upon request and review the PHA subm ssion for

consi stency with these data. The field econom st
will also review and recommend approval of requests
for which rental housing survey data are submtted
to docunment the current 40th or 50th percentile rent
of the exception area.

The field econom st will notify the public housing
director of the percent of the population of the FMR
area that is included in the exception area. After
approval, the public housing staff will notify all
PHAs having jurisdiction in the exception area of

t he approved exception paynent standard anpunts.

Approval of Special Exception Payment Standard
Amount s Above 120 percent of Published EMR. The

roles and responsibilities of the field office
public housing director and the field econom st in
reviewi ng the PHA request for exception paynent
standard anmounts are the same except that field
econom sts are responsible only for review ng the
requirenents cited in paragraphs 4b(1)(b) and (2).
Field office public housing staff will conduct the
review for the other requirenents in paragraph 4b.
VWhen the field office reviewis conpleted, the
package must be forwarded to the Assistant Secretary
for PIH, Ofice of Public and Assisted Housing
Delivery, Attention: Real Estate and Housing




Performance Division (REHPD) for approval. The
cover menorandum nust provide a brief discussion of
the issues, justification for the request and the

field
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of fice’'s recommendati on. The cover nmenorandum nust
al so include a signature block for the Assistant
Secretary’s approval or disapproval. REHPD will
notify the Director of the Ofice of Public Housing
of the approval or disapproval of the request or of
nodi fications, if any, to the request. After
approval, the public housing staff will notify all
PHAs having jurisdiction in the exception area of

t he approved exception paynent standard anpunts.

REVI EW | NSTRUCTI ONS FOR ALL EXCEPTI ON PAYMENT STANDARD
AMOUNTS ABOVE AND BELOW THE BASIC RANGE. All requests
for area exception paynents standard amounts will be
reviewed to ensure that the follow ng requirenents are
met :

a. The PHA has identified the area covered by the
exception paynent standard amount(s). The exception
area shoul d be generally equivalent to a submarket
of the FMR area, and nust be defined in ternms of
census boundaries, e.g., a county within a multi-
county FMR area, an incorporated place, a m nor
civil division, or an aggregation of contiguous
census tracts (with a list of the individual
tracts). An exception area should not consist of a
single census tract, except possibly in a
nonnmetropolitan area where one tract may conprise a
maj or part of the comrunity or a relatively |arge
area conparable to a submarket. The field econom st
can assist the PHA if help is needed in relating the
exception area to census geography.

b. After the PHA has identified the exception area, the
field econom st will informthe PHA and PIH staff of
the 1990 census rent differential between the
exception area and the FVMR area. The basis for this
conparison is the ratio of the nedian gross rent
(including utilities) of all rental units in the
exception area to the median gross rent of all units
in the FMR area. When several areas are being
conbined into one exception area, a weighted average
of the nedian gross rent should be conputed, using
t he nunmber of occupied rental units as the weight.
Requests may be for all bedroom size categories or
for individual bedroom size categories. |If the
sanple size permts, it is acceptable to compute
exception paynent standards for specific bedroom
si zes.

See Attachnment 2A for sources of Census dat a.
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In nost cases, PHAs will find that 1990 Census rents
can be used to docunent the exception percentage.

If the PHA has a strong reason to believe that the
rent relationship between the exception area and the
FMR area has changed significantly since the 1990
Census, it may conduct a rental housing survey of
the area it wishes to have approved as an exception
area. Such surveys generally are to be carried out
in accordance with the statistical survey standards
for FMR coments. Before advising the PHA to
undertake one of these surveys, the field econom st
shoul d contact Headquarters EMAD to di scuss the
specific circunmstances and survey alternatives. |If
the exception area is relatively small, the survey
st andards possibly can be relaxed. Also, if the
area has had a randomdigit dialing (RDD) survey, it
may be possible to use the results as the basis for
an exception.

For areas with FMRs based on State m ni num FMRs, the

area exception rent percentage will be the

di fference between the census relationship and the

State m nimum adj ustnment. (For exanple, if a

county’s FMR has al ready been increased by 5%

t hrough use of the State m ninmum and the census

gross rent for the exception area is 16% above the

entire FVMR area, the exception can only be for 11%)
Headquarters EMAD will supply a list of these

adj ust nent s.

The PHA request must docunent the programrel ated
reason why the paynent standard exception is being
requested and provi de supporting information.

(1) For area exception paynent standard anounts
intended to help famlies nove from high poverty
areas, the PHA must provide information show ng
that programunits are being found nostly in
hi gh poverty areas, that there are very few
assisted famlies in the area for which the
exception is being requested, and that voucher
hol ders cannot find units in the area.

(2) For area exception paynent standard anounts
request ed because voucher hol ders are havi ng
difficulty finding housing, the PHA will want to
i ncl ude docunentation showi ng that the
percent age of units under |lease is | ow and has
been falling. A leasing rate below 90 percent is
generally considered to be low. A historic
series showing the nonthly experience of the
current year and the annual experience of recent
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years can be used to make this point. Another
scenari o for docunmenting the need for this type
of exception would be to show that the success
rate of voucher holders is Iow. Based on the

| ast mpj or study, the national experience has
been that 87 percent of voucher hol ders becone
partici pants. PHAs may al so want to docunent
that a | arge percentage of voucher hol ders have
been granted voucher term extensions in a recent
period, for exanple the last 6 nonths to a year,
and how the percentage has increased from

previ ous experience.

(3) For area exception paynent standards anounts
requested to prevent financial hardships for
program participants, the PHA will want to
i nclude docunentation on rent burdens for al
programfamlies residing in the exception area
and in the PHA jurisdiction outside any
requested or approved exception areas. This
docunent ati on shoul d show what the projected
rent burdens for these famlies would be if the
requested area exception paynent standard
anounts are approved.

The preceding is illustrative of the types of

i nformati on HUD consi ders acceptabl e for docunenting
the need for area exception paynent standard
ampunts. It is not neant to be definitive and
shoul d not preclude the evaluation of other relevant
information submtted by PHAs.

However, a programrel ated reason cannot be to raise
paynment standards to satisfy the FVMR requirenments of
a specific project. Area exceptions paynents
standard anmounts are intended to hel p voucher
hol ders expand their areas of housing opportunities,
not to provide relief for individual projects.

The request nust be reviewed by the field econom st
to ensure that no nore than 50 percent of the

popul ati on of the FMR area will be covered by the
requested exception area and all existing exception
areas. (This reviewis not required for exception
areas for which exception paynent standard anmounts
are approved below the basic range). |If the
exception area is included within the jurisdiction
of nmore than one HUD office, the field econom sts

wi Il have to coordinate with each other to ensure
that all exceptions approved for the exception area
do not exceed 50 percent of the population. 1In

exception areas where there are likely to be nore



requests for exceptions than can be approved,
field econom sts and public housing

t he
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directors should prioritize these requests, for
exanple, by giving priority to PHAs with | arge
nunmbers of programunits and the highest prevailing
rent |evels.

Each excepti on approved bel ow the basic range (bel ow
90 percent) or in the upper range (from 110 to 120
percent), and the associated information, are to be
entered by the field econom st on one of the

wor ksheets attached to this notice. Copies of the
wor ksheet nmust be sent to the Supervisory/ Regi onal
Econonmi st and to Headquarters EMAD at the tine of

t he approval. Supervisory/ Regi onal Econom sts are
responsi ble for monitoring all exceptions approved
to ascertain that they conply with the above

requi renents.

9. EFFECTI VE DATE AND RENEWAL.

a.

Area exception paynents standards are effective upon
t he approval date. At the request of the PHA they
may be renewed at the Census rent differential or
RDD- based percentage differential when higher FMRs
are published for effect in the Federal Register if
t he PHA provi des docunentation describing that
programrel ated circunstances continue to require

t he exception.

In accordance with the programrule, HUD may

wi t hdraw or nodify approval to use an exception
paynment standard anount at any tinme. Anong the
reasons that HUD nmay choose to nodify an exception
paynment standard anount are:

(1) the PHA has provided new information about
program needs;

(2) there is new information about rent
rel ati onshi ps anong sub-areas of the FMR area;

(3) or there are conpeting exception areas that
woul d result in over 50 percent of the FMR
area’ s popul ati on being covered.

The field office public housing director has the
authority to withdraw or nodify all exceptions.



10.

11.

12.
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RELATI ONSHI P OF CURRENT EXCEPTI ONS TO REDUCTI ONS I N FMR
LEVEL OR STANDARD

a. When FMRs are reduced, the field econom st should
noni tor each FMR area to assure that previously
approved exceptions based on census intervals are
reduced proportionately. 1In this instance, approval
letters must be re-issued to PHAs.

b. Exceptions for areas that have docunented their
actual rents through a survey should remain at the
sane dollar level, even if the FMR decreases and the
exception percentage goes over 120 percent.

CURRENT LI ST OF APPROVED AREA EXCEPTI ON RENTS. A current
li st of approved area exception rents entered in the
Headquarters EMAD dat abase can be obtai ned by contacting
the local HUD field office.

FURTHER | NFORMATI ON.  Any program specific questions
pertaining to the housing choice voucher program should
be addressed to the Real Estate and Housi ng Performance
Division in the Ofice of Public and Assisted Housing
Delivery, at (202) 708-0477. Questions related
specifically to the approval of area exception paynent
standards (e.g., rental housing survey data, exception
areas) should be directed to the Econom ¢ and Market
Anal ysis Division in the Ofice of Econom c Affairs, at
(202) 708-0590.

/sl
M chael Liu, Assistant Secretary
for Public and I ndi an Housi ng
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At t achnent s

Attachment 1 is an excerpt of the housing choice voucher
program rul e.

Attachment 2 provides three versions of the worksheet and
instructions for reporting the exceptions.

Attachment 2A is the formthat has been used in the past.
It is nmost useful when there is only one exception area in an
FMR area. |If desired, this formnmay be filled out in Excel
format.

Sources of census data are shown in the instructions bel ow.
However, even if there is only one exception area in an FMR
area, the use of Attachments 2B or 2C which contain the sane
information in a formthat is easier for HUD s record keeping
is reconmmended.

Attachment 2B and 2C are Excel worksheets intended for
reporting nmultiple exceptions within an FMR area (they may
al so be used to report single exceptions). |In addition to
summari zing all exceptions in one easy-to-read page, it
greatly sinplifies data entry and processing for all
concerned. It can also be printed and filled out manually,
but the range and edit checks built into the Excel spreadsheet
woul d then be inactive. In
Attachnment 2B, the exception percent is entered, and the
wor ksheet conputes the exception dollar anmounts. Attachnment
2C is simlar except that the exception dollar anounts are
entered, and the worksheet conputes the percentages.
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Attafhnent 1: Excerpts from housing choi ce voucher program
rul e

Section 982.503 Voucher tenancy: Paynent standard ampunt and
schedul e

(c) HUD approval of exception paynent standard anount.
(1) HUD discretion. At HUD s sole discretion, HUD may approve
a paynment standard amount that is higher than the basic range
for a designated part of the fair market rent area (called an
" exception area''). HUD may approve an exception paynent
standard anmount in accordance with this paragraph (c) of this
section for all units, or for all units of a given unit size,
| eased by programfamlies in the exception area. Any PHA with
jurisdiction in the exception area may use the HUD approved
exception paynent standard anount.

(2) Above 110 percent of FMR to 120 percent of published
EMR. (i) The HUD Field O fice nmay approve an exception paynent
standard amount from above 110 percent of the published FMR to
120 percent of the published FMR (upper range) if the HUD
Field OOfice determ nes that approval is justified by either
the nmedian rent method or the 40th or 50th percentile rent
nmet hod as described in paragraph (c)(2)(i)(B) of this section
(and that such approval is also supported by an appropriate
program justification in accordance with paragraph (c)(4) of
this section). The PHA may establish an exception paynent
standard amount from above 110 percent of the published FMR to
120 percent of the published FMR, in accordance wi th paragraph
(c)(2)(iii) of this section, w thout requesting approval from
HUD.

(A) Median rent nmethod. In the nedian rent nethod, HUD
determ nes the exception paynent standard anount by
mul tiplying the FMR tines a fraction of which the nunmerator is
t he nmedi an gross rent of the exception area and the
denom nator is the nedian gross rent of the entire FMR area.
In this nmethod, HUD uses nedian gross rent data fromthe nost
recent decennial United States census, and the exception area
may be any geographic entity within the FVMR area (or any
conbi nati on of such entities) for which nedian gross rent data
is provided in decennial census products.

(B) 40th or 50th percentile rent nmethod. In this method,
HUD determ nes that the area exception paynent standard anount
equal s either the 40th or 50th percentile of rents for
standard quality rental housing in the exception area. HUD
determ nes whether the 40th or 50th percentile rent applies in

! 24 CFR Parts 982 Section 8 Tenant-Based Assistance:
Housi ng Choi ce Voucher Program Code of Federal Requl ations,
April 1, 2002.
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accordance with the nmethodol ogy described in Sec. 888.113 of
this title for determ ning FMRs. A PHA nust present
statistically representative rental housing survey data to
justify HUD

approval .

(ii) The HUD Field O fice may approve an exception
paynment standard anount within the upper range if required as
a reasonabl e accommodation for a famly that includes a person
with disabilities.

(iii) Until Septenber 30, the PHA may establish an
exception paynent standard amount for all or part of an FMR
area in accordance with maxi rum paynent standard anounts
published in the Federal Register between Septenber 25, 2000
and Septenber 30, 2001 wi thout requesting HUD approval, under
the follow ng conditions:

(A) The paynent standard amounts referenced in paragraph
(c)(2)(iiti) are the maxi mum paynment standard anmounts until
Cct ober 1, 2001 unl ess HUD has approved the PHA' s
establi shment of a hi gher paynment standard anount;

(B) The PHA's establishnment of the maxi num paynent
standard anmounts in paragraph (c)(2)(iii)(A) of this section
does not result in a paynent standard anmount that is greater
than 120% of the published FMR;

(C) The PHA has adopted a new utility all owance schedul e
after COctober 1, 2000 which reflects that the total cost of
all utilities for a typical two-bedroomunit has increased by
nore than ten percent based on the difference between the new
utility allowance schedul e and the previous schedul e; and

(D) The current paynent standard anounts are not adequate
to neet increased utility costs at 100% of the FMR

(3) Above 120 percent of FMR. (i) At the request of a
PHA, the Assistant Secretary for Public and Indian Housi ng may
approve an exception paynent standard amount for the total
area of a county, PHA jurisdiction, or place if the Assistant
Secretary determ nes that:

(A) Such approval is necessary to prevent financi al
hardship for famli es;

(B) Such approval is supported by statistically
representative rental housing survey data to justify HUD
approval in accordance with the nethodol ogy described in Sec.
888. 113 of this title; and

(C) Such approval is also supported by an appropriate
program justification in accordance with paragraph (c)(4) of
this section.

(ii1) For purposes of paragraph (c)(3) of this section,
the term “place” is an incorporated place or a U S. Census
desi gnat ed place. An incorporated place is established by
State law and i ncludes cities, boroughs, towns, and vill ages.

A U S. Census designated place is the statistical counterpart
of an incorporated pl ace.

(4) Program justification. (i) HUD will only approve an
exception paynent standard ampunt (pursuant to paragraph
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c)(2) or paragraph (c)(3) of this section) if HUD determ nes
hat approval of such higher amunt is needed either:

(A) To help famlies find housing outside areas of high
poverty, or

(B) Because voucher hol ders have trouble finding housing
for | ease under the programw thin the termof the voucher

(ii) HUD will only approve an exception paynent standard
anmount (pursuant to paragraph (c)(3) of this section) after
six months fromthe date of HUD approval of an exception
paynment standard pursuant to paragraph (c)(2) of this section
for the area.

(5) Popul ation. The total popul ation of HUD approved
exception areas in an FMR area may not include nore than 50
percent of the population of the FMR area.

(6) Wthdrawal or nodification. At any tinme, HUD may
wi t hdraw or nodify approval to use an excepti on payment
st andard anmount.

(7) Transition: Area exception rents approved prior to
nerger date. Subject to paragraph (c)(6) of this section, the
PHA may establish an exception paynent standard amount up to
t he amount of a HUD- approved area exception rent in effect at
t he nmerger date.

(d) HUD approval of paynent standard anount bel ow the
basi ¢ range. HUD may consi der a PHA request for approval to
establish a paynment standard anount that is |ower than the
basic range. At HUD s sole discretion, HUD nmay approve PHA
establi shnent of a paynent standard | ower than the basic

(
t

range. | n determ ning whether to approve the PHA request, HUD
wi || consider appropriate factors, including rent burden of
fam lies assisted under the program HUD will not approve a

| ower paynent standard if the famly share for nore than 40
percent of participants in the PHA's voucher program exceeds
30 percent of adjusted nonthly income. Such determ nation may
be based on the nobst recent exam nations of famly incone.

(e) HUD approval of success rate paynment standard
ampunts. In order to increase the nunber of voucher hol ders
who becone participants, HUD may approve requests from PHAs
whose FMRs are conmputed at the 40th percentile rent to
establish higher, success rate paynent standard amounts. A
success rate paynent standard amount is defined as any anopunt
bet ween 90 percent and 110 percent of the 50th percentile
rent, calculated in accordance with the nethodol ogy descri bed
in Sec. 888.113 of this title.

(1) A PHA may obtain HUD Field O fice approval of success
rate paynment standard anounts provided the PHA denponstrates to
HUD that it meets the following criteria:

(i) Fewer than 75 percent of the famlies to whomthe PHA
i ssued rental vouchers during the nost recent 6 nonth period
for which there is success rate data avail abl e have becone
participants in the voucher program

(ii) The PHA has established paynent standard anounts for
all unit sizes in the entire PHA jurisdiction within the FMR
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area at 110 percent of the published FMR for at |east the 6
nont h period referenced in paragraph (e)(1)(i) of this section
and up to the tinme the request is nade to HUD; and

(iii) The PHA has a policy of granting automatic
ext ensi ons of voucher terns to at |east 90 days to provide a
famly who has made sustained efforts to |ocate suitable
housing with additional search tine.

(2) In determ ning whether to approve the PHA request to
establish success rate paynment standard anounts, HUD w ||
consi der whet her the PHA has a SEMAP overall perfornmance
rating of “troubled”. If a PHA does not yet have a SEVAP
rating, HUD will consider the PHA's SEMAP certification.

(3) HUD approval of success rate paynment standard anounts
shall be for all unit sizes in the FMR area. A PHA nay opt to
establish a success rate paynent standard anmount for one or
nore unit sizes in all or a designated part of the PHA
jurisdiction within the FMR area.

(f) Payment standard protection for PHAsS that neet
deconcentration objectives. Paragraph (f) of this section
applies only to a PHA with jurisdiction in an FMR area where
the FMR had previously been set at the 50th percentile rent to
provi de a broad range of housi ng opportunities throughout a
nmet ropol itan area, pursuant to Sec. 888.113(c), but is now set
at the 40th percentile rent.

(1) Such a PHA may obtain HUD Field O fice approval of a
payment standard anount based on the 50th percentile rent if
the PHA scored the maxi mum nunber of points on the
deconcentrati on bonus indicator in Sec. 985.3(h) in the prior
year, or in tw of the last three years.

(2) HUD approval of paynent standard anmounts based on the
50th percentile rent shall be for all unit sizes in the FMR
area that had previously been set at the 50th percentile rent
pursuant to Sec. 888.113(c). A PHA may opt to establish a
payment standard anount based on the 50th percentile rent for
one or nore unit sizes in all or a designated part of the PHA
jurisdiction within the FMR area.

(g) HUD review of PHA paynent standard schedules. (1) HUD
will nmonitor rent burdens of famlies assisted in a PHA s
voucher program HUD will review the PHA's paynent standard
for a particular unit size if HUD finds that 40 percent or
nore of such fam lies occupying units of that unit size
currently pay nore than 30 percent of adjusted nonthly income
as the famly share. Such determ nation nay be based on the
nost recent exam nations of famly incone.

(2) After such review, HUD may, at its discretion, require
the PHA to nodify paynent standard anounts for any unit size
on the PHA paynent standard schedule. HUD may require the PHA
to establish an increased paynent standard amount within the
basi ¢ range.
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ATTACHVENT 2A
WORKSHEET | NSTRUCTI ONS FOR REPORTI NG AREA FMR EXCEPTI ONS

Li ne 1.
Li ne 2.

Li ne 3.

Li ne 4.
Li ne 5.

Li ne 6.

Li ne 7.

Field OFfice Nane.

Name of the FMR area in which the exception area is
| ocated (PMSA, MSA, or nonnmetro county and State
abbrevi ation).

Name of the exception area, recording its definition
in terms of census boundaries; for exanple, a listing
of the county, incorporated place, mnor civil

di vision, or census tracts. |If the area requires
nore than 24 characters to describe, summarize in 24
characters or | ess and, on a separate sheet, describe
the area precisely.

Date the exception was approved.

Popul ation of the exception area. You should use

the 1990 census popul ati on, because that nunber is

used for database-matchi ng purposes. (Do not use

updat ed nunbers, as they cause confusi on.

Census data may be obtained in several ways:

1. The Census Bureau’'s Wb site
(http://venus. census. gov/ cdronf | ookup, STF3A

tabl es P3 (persons) and H43A (nedi an gross
rent);

2. Headquarters EMAD mai nframe system for STF3A;

3. Census publications:

CP- 1: Popul ation, except netropolitan areas
CP-1-1B: Popul ation, nmetropolitan areas
CH- 2: Gross rent, except nmetropolitan areas

CH 2-1B: G oss rent, nmetropolitan areas
4. Community 2020 mappi ng software

Popul ation of the entire FMR area (see Line 5 for
dat a sources.)

Cal cul ate the percentage of population in the
exception area to the population in the FVMR area
(line 5 divided by line 6.)



Li ne

Li ne

Li ne

Li ne

10.

11.
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Total popul ation of all approved exception areas
within the FMR area.

Cal cul ate the percentage of popul ation of al
exception areas within the FMR area to the popul a-
tion of the entire FVMR area (line 8 divided by the
line 6).

Enter the approved exception rents for the area on
line 10a. Enter the FMRs in effect at the tinme the
exception was approved on |line 10b. Calculate the
percent age by which the exception exceeds the FMR
by bedroom si ze (a divided by b) and enter the
results on |line 10c.

Check the basis of this exception—ensus or | ocal
survey data?
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